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Voluntary social service organizations have been no
toriously lax in applying cost accounting techniques
to their activities. Now they find they’re being forced
to use them. Here’s one possible solution —

USERS: A COMPUTER PROGRAM FOR
VOLUNTARY SOCIAL AGENCIES
by Thomas L. Bransford
IBM Corporation

has never been
obstetrical ward half empty but
a strong point for voluntary
have no place to house geriatric
health and welfare organizations.patients. The agency would need
Nor, until recently, have they espe
an accurate picture of respective
cially felt the need for it. Their
costs in order to decide how to
primary focus has been on the qual
remedy the situation.
ity of their services and their prob
Another reason for increased in
lems in supplying them; measure
terest in costs is the increased in
ments of cost effectiveness just
volvement of government, at all
didn’t seem to apply.
levels, in funding. In addition to
During the past few years, how
giving more direct aid to agencies,
ever, this tradition has been increas
the Federal Government is looking
ingly called into question. Those
harder at the funding activities of
who support voluntary agencies are
private foundations. Foundations,
beginning to demand better control
in turn, ask agencies to account
over expenses. There is simply too
more fully for the use of funds
much to be done, and too few dol
awarded. This is also true of quasi
lars available to do it with. So fund
public funding organizations, such
ing agencies want to be able to
as United Way. Before committing
compare the effectiveness of an or
funds to a new program, these or
ganization with others in the same
ganizations want to know how the
field—or one program with others
money will be spent.
in the same organization.
The sources of funding for a sin
And they must do it in terms, not
gle program may vary. For in
of more “bang for a buck,” but in
stance, the state may pay the indi
terms of “more benefit for a buck”
rect costs of a program while
to the agency’s “clients”—the wel
United Way will pay only direct
fare term for the people aided. For
costs. Obviously the agency must
instance, with a declining birth
be able to furnish accurate cost ac
rate, a small hospital may find its
counting records for each of its
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ost accounting

programs. Before the Administra
tion cut back so sharply on its rev
enue-sharing proposals, many of
the smaller states and municipali
ties began serious investigation of
the costs of each agency program
to bulwark their own records, in
preparation for the national fund
sharing.
To respond to these demands,
voluntary agencies need a method
of accounting that satisfies the re
porting requirements of diverse
funding organizations, segregates
various costs by program, and pro
vides a data base that will simplify
writing proposals for funding new
programs.
This common social agency prob
lem was faced by Goodwill Indus
tries recently. Goodwill, which re
ceives a good deal of its income
from governmental reimbursement
programs, realized that strict cost
accounting techniques were neces
sary to justify continuing govern
ment support. Then, too, Goodwill
does a great deal of work for pri
vate industry; its clients do work
for printers, for example in collat
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ing, stuffing, and binding. Only cost
accounting techniques would allow
it to price its work fairly in or
der to recover the costs involved
in performing subcontract work.
Goodwill realized it needed cost
accounting techniques but it also
realized that it didn’t have trained
cost accountants at most of its in
stallations. The answer, it seemed,
was mechanization.
Goodwill received a grant from
the Department of Health, Educa
tion and Welfare to develop a cost
accounting system according to the
Standards of Accounting and Fi
nancial Reporting for Voluntary
Health and Welfare Organizations,
published by the National Health
Council and the National Social
Welfare Assembly.
After developing an accounting
manual, Goodwill and IBM worked
together to automate the system.
Now, from a single transaction
document prepared in the field,
Goodwill can pinpoint costs of each
of the programs it sponsors. Some
of these programs are self-support
ing; some represent out-of-pocket
costs. On some of the latter, cost
adjustments might have to be made.
Any agency depending heavily on
voluntary contributions must always
be prepared to adjust its programs
on a cost/benefit basis as the level
of contributions rises and falls. And
such adjustments can only be made
on the basis of good cost account
ing information.
The program worked out with
Goodwill, is written to run on IBM’s
System/3, a small computer flexible
enough and simple enough to be
operated by non-data processing
personnel. Dubbed the Uniform
Socio-Economic Reporting System
(USERS), it incorporates the ac
counting standards of the National
Health Council and the National
Social Welfare Assembly, and is
thus applicable to a wide range of
voluntary health and welfare organ
izations. USERS is written in System/3’s RPG II language, and pro
duces a general ledger, financial
statements (including breakdown
by program), accounts receivable,
accounts payable, and payroll.
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USERS comes on the health and
welfare scene at an appropriate
time. Most voluntary agencies—es
pecially the smaller ones—find cost
accounting time consuming and dif
ficult. The typical small agency is
established to meet an emergency
or to solve a specific, glaring prob
lem. Much of the work—maybe all
of it—is done by volunteers who
ask nothing for their time and do
not account for it. All the resources
of the agency typically are directed
toward “output.” Few funds are
available for office work or record
keeping.

Most agencies originally amateur

Budgeting, in the typical agency’s
early years, is a purely fiscal func
tion. About once a year, expenses
for heat, light, rent, and telephone
are added up and an estimate made
of increases for the next year. Ac
counting to the state as a nonprofit
incorporated agency requires only
a yearly financial statement. Appeals
for funds go out without a precise
knowledge of how the money will
be allocated. And there is never
enough money to do what needs to
be done.
As such an agency matures, pro
fessionals are called in to do the
day-to-day work. Volunteers are
used more to back up the staff,
serving mainly in a board or trustee
capacity. Businessmen are added
to the board. The agency may be
admitted to the United Way. The
professionals begin to write pro
posals to obtain government or
foundation funds. At such a time,
the need for cost accounting and
program budgeting starts to become
all too clear.
Yet even long-established agen
cies too often resist the need to
account for costs. The emphasis is
on the agency’s relationship to its
clients, and any drive for “effi
ciency” is considered likely to dam
age this relationship.
As a result, programs may con
sume precious funds long after
their effectiveness is past. On the
other hand, new programs filling
real needs may be starved for funds.

Without cost information by pro
gram, it is difficult to set priorities.
In the end, both the client and the
agency are the losers.
Programs equal cost centers

An agency program is the same
thing as a cost center in a profit
making business. If the program is
supported entirely by funding from
an organization like the United
Way and the group’s contribu
tions work out to $100,000 one year
and $80,000 the next, obviously
some programs are going to have
to be cut or abandoned. Which
ones? This is the sort of informa
tion that cost accounting can fur
nish, since it breaks down every
penny of the costs of each program.
The most expensive programs can
be curtailed or eliminated as in
come drops, or, if they are consid
ered essential, some slightly less
important program can be slashed
to compensate for the “deficit.”
In developing a system to meet
its need, Goodwill Industries found
it faced most of the problems other
agencies face—and then some. The
organization manufactures and dis
tributes products made by handi
capped persons. Its local facilities—
often many of them in a single
state —are autonomous. Much of its
rehabilitation work is done under
contract with state or local govern
ments, with the local Goodwill fa
cility reimbursed for each client.
Income is also derived from the
sale of products manufactured, sub
contract work, and contributed ma
terial that is reconditioned.
The amount a local Goodwill fa
cility charges for each of these pro
grams, under its contract with the
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Cash disbursements journal is completed manually at local agency.

state, depends on the costs at that
particular facility. These costs must
be clearly presented to the state
agency involved; hence, the need
for careful cost accounting.
Another problem Goodwill faces
is that each state operates accord
ing to its own accounting system—
and wants reports submitted in ac
cordance with that system. The
Federal Government and private
funding sources have still other re
porting requirements. The result is
that any accounting system that
Goodwill draws up must be flexible
enough to meet a variety of condi
tions. Yet the national organization
wants each facility to conform to
certain accounting standards.
According to Charles W. Bender,
director of finance and management
information at Goodwill’s national
headquarters, the USERS programs
are meeting the twin objectives of
flexibility and standardization. Flex
ibility—because they do not inter
fere with the autonomous nature
of individual agency operations;
standardization—because the output
prepared from the raw reports sent
in by each agency conforms to the
40

functional accounting standards set
nationally.
The national organization, head
quartered in Bethesda, Md., pro
vides accounting services for a great
many of the local Goodwill facili
ties. Despite the time lags involved
in dealing through the mails, Good
wills as far away as Honolulu and
Phoenix, Ariz., are finding that the
reports they get through USERS
are more complete, more usable,
and more timely than those they
could produce themselves.
Advantages of the system

USERS provides an accounting
system that will produce public re
porting statements based on stand
ard fund accounting principles. It
produces all necessary journals and
ledgers to keep the executive board
of a voluntary agency informed of
its financial position; and a revenue
and expense report showing the ex
cess or deficit in each budget cate
gory. It produces a balance sheet
showing the amounts in each re
stricted or unrestricted fund. And
it gives a summary of all financial

activities of the agency for each
accounting period.
Functional accounts place each
source of revenue and each cost in
their precise niche in the organiza
tion. For instance, there might be
advertising revenue, some for the
magazine published by the agency,
some in connection with a program
for a particular event. Under the
USERS system, advertising would
not simply be listed as a source of
income. Advertising for the maga
zine would be allocated to the mag
azine account; advertising in con
nection with the program to the
program account.
USERS keeps all payroll records
for salaried, hourly, incentive, piece
work, or commission types of pay
(the last three types useful in shel
tered workshop programs)—on a
weekly, bi-weekly, semi-monthly, or
monthly basis. The program main
tains a payroll register, tax register,
deduction register, check register,
and writes checks and stubs. It also
produces tax forms 941 and accum
ulates the annual W-2 data.
One of the system’s most useful
features automatically distributes
Management Adviser
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REVENUE AND EXPENSE STATEMENT - UNDISTRIBUTED
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ORGANIZATION

ACTUAL

828
836
842
850
871

•MONTHLY-----BUDGET

VARIANCE

-----YEAR
ACTUAL

TO
DATEBUDGET

VARIANCE

ADVERTISING
AUTO ALLOWANCE
FOOD COSTS
SUBSCRIPTIONS
OTHER DUES
COST CENTER TOTAL
FUNCTION TOTAL

.00
14.55
4.00
. 00
25.00
516.19
516.19

16.33
25.00
.00
2.50
.00
618.48
618.48

16.33
10.45
( 4.00)
2.50
(25.00)
102.29
102.29

.00
28.05
4.00
.00
25.00
1,353.82
1,353.82

48. 99
75. 00
. 00
7. 50
. 00
1,855.44
1,855.44

48.99
46.95
(4.00)
7.50
(25.00)
501.62
501.62

INDUS. OPER. MGT.
702 DIS SUPER/SKILL
720 NDIS EXECUT IVE
750 ACCDNT. LIFE INS.
751 MFD. & HOSP. PLAN
750 F.I.C.A. PAYMENTS
787 OFFICE SUPPLIES
788 PRNT & DUP MATL
800 TELEPHONE
805 POSTAGE, PARCL.
836 AUTO ALLOWANCE
542 FOOD COSTS
COST CENTER TOTAL
FUNCTION TOTAL

233.20
833.32
. 00
4.85
55.47
38. 78
.00
75.00
10.00
9.00
.00
1 ,259.62
1,259.62

466.66
R95.83
3.00
4.58
58.33
16.33
.00
58.33
2.50
16.33
4.16
1,526.05
1,526.05

233.46
62.51
3.00
.27)
2.86
(22.45)
.00
(16.67)
( 7.50)
7.33
4.16
266.43
266.43

1,166.00
2,499.97
.00
24.25
190.67
50.98
16.85
201.43
30.00
43.20
3.50
4,226.85
4,226.85

1,399.98
2,687.49
9.00
13. 74
174.99
48.99
.00
174.99
7.50
48.99
12.48
4,578.15
4,578.15

233.98
187.52
9.00
( 10.51)
( 15.68)
(1.99)
( 16.85)
(26.44)
(22.50)
5. 79
8.98
351.30
351.30

605 000 PERSONNEL
720 NDIS EXECUTIVE
723 NDIS ADMIN/CLFRK
751 MED. £ HOSP. PLAN
760 F. I.C.A. PAYMENTS
787 OFFICE SUPPLIES
755 PRNT & DUP MATL
ROD TELEPHONE
828 ADVERTISING
COST CENTER TOTAL
FUNCTION TOTAL

400.00
. 00
2.43
20. 80
9.60
.00
. 00
. 00
432.83
432.83

430.66
208.33
4.58
33.33
2. 10
R.33
.00
2. 10
689.43
689.43

30.66
208.33
2.15
12.53
(7.50)
8.33
.00
2.10
256.60
256.60

1,200.00
.00
9.70
62.40
9.60
149.65
35.00
40.72
1,507.07
1,507.07

1,291.98
624.99
13.74
99.99
6. 30
24. 99
.00
6. 30
2,068.29
2,068.29

91.98
624.99
4.04
37.59
(3.30)
(124.66)
(35.00)
(34.42)
561.22
561.22

606 ODD REHABILITATION
720 NDIS EXECUTIVE
723 NDIS ADMIN/CLERK
750 ACCDNT. LIFE INS.
751 MED. £ HOSP. PLAN
760 F.I.C.A. PAYMENTS
780 PURCHASE OF SUPPL.
784 REC. & CRAFT SUPL.
785 FOOD & BEVERAGES
787 OFFICE SUPPLIES
788 PRNT & DUP MATL
800 TELEPHONE
805 POSTAGE, PARCL.

400.00
.00
. 00
2.42
20. 80
.00
.00
. 00
. 00
.00
75.00
20.00

430.66
208.33
1.00
4.58
33.33
2. 10
6.25
4.16
41.66
8.33
66.66
3.16

30.66
208.33
1.00
2.16
12.53
2. 10
6.25
4. 16
41.66
8.33
(8.34)
( 16.84)

1,200.00
.00
.00
4.85
80.98
3.90
.00
.00
18.85
16.00
300.00
51.00

1,291.98
624.99
3. 00
13. 74
99. 99
6.30
18. 75
12.48
124.98
24.99
199.98
9.48

91.98
624.99
3.00
8.89
19.01
2.40
18.75
12.48
106.13
8.99
(100.02)
(41.52)

604 000
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ORGANIZATION

MARCH

XPENSE*****
E

ACTUAL

■MONTHLY-----BUDGET

VARIANCE

-----YEAR
ACTUAL

TO
DATEBUDGET

VARIANCE

misc. Occup. cost
LOCAL BUS FARES
AUTO ALLOWANCE
MEETING SUPPLIES
FOOD COSTS
HOUSING COSTS
REGISTRATION FEES
SUBSCRIPTIONS
OTHER DUES
COST CENTER TOTAL
FUNCTION TOTAL

12.88
282.30
58.59
.00
27.67
.00
10.00
.00
.00
909.66
909.66

.00
250.00
33.33
8.33
16.33
4.16
3.15
8.33
33.33
1,167.18
1,167.18

(12.88)
( 32.30)
(25.26)
8.33
( 11.34)
4.16
((6.85)
8.33
33.33
257.52
257.52

.00
1,398.90
133.92
.00
58.08
.00
10.00
.00
.00
3,276.48
3,276.48

.00
750.00
99.99
24.99
48.99
12.48
9.45
24.99
99.99
3,501.54
3,501.54

.00
(648.90)
(33.93)
24.99
(9.09)
12.48
.55)
24.99
99.99
225.06
225.06

608 000 BOARD OF DIRECTORS
780 PURCHASE OF SUPPL.
819 MISC. OCCUP. COST
841 MEETING SUPPLIES
842 FOOD COSTS
844 TRANSPORT. FARES
845 HOUSING COSTS
COST CENTER TOTAL
FUNCTION TOTAL

. 00
9.81
.00
29.75
.00
.00
39.56
39. 56

1.00
.00
1.00
12.50
12.50
6.25
33.25
33.25

1.00
(9.81)
1.00
(17.25)
12.50
6.25
(6.31)
(6.31)

.00
9.81
.00
50.40
.00
.00
60.21
60.21

3.00
.00
3. 00
37. 50
37.50
18.75
99. 75
99.75

3.00
(9.81)
3.00
(12.90)
37.50
18.75
39.54
39.54

615 000 HOUSING & OCCUP.
704 DIS MAINT/DOMESTIC
750 ACCDNT. LIFE INS.
751 MED. & HOSP. PLAN
760 F.I.C.A. PAYMENTS
762 WORKM. COMP. INS.
776 BANK SRB BUR. FEES
780 PURCHASE OF SUPPL.
786 HOUSEKEEPING SUPL.
789 MAINTENACE SUPL.
800 TELEPHONE
808 FREIGHT - IN & OUT
811 GEN. INS. PREM.
812 INTEREST EXPENSE
813 ELECTRIC
814 HEAT
815 WATER & SEWER
816 CONTRACT SERVICES
817 REPAIR MATERIALS
819 MISC. OCCUP. COST
821 LICENSES £ PERMITS
825 PRINTING
850 SUBSCRIPTIONS
865 WAGE SUPPLEMENTS
COST CENTER TOTAL
FUNCTION TOTAL

1,057.41
7.51
9.87
49.51
100. 00
29. 32
.00
. 00
.00
61.79
.00
227.44
310.57
372.46
733.92
147.66
116.00
213.94
29.06
.00
8.75
23.40
.00
3,498.61
3,498.61

916.66
.85
18.33
47.66
183.33
.85
12.50
24.75
12.50
16.66
2.33
266.66
333.33
333.33
500.00
83.33
100.00
83.33
41.66
12.50
8.33
.00
.00
2,998.89
2,998.89

(140.75)
(6.66)
8.46
(1.85)
83.33
(28.47)
12.50
24.75
12.50
(45.13)
2.33
39.22
22.76
(39.13)
(233.92)
(64.33)
(16.00)
(130.61)
12.60
12.50
.42 )
(23.40)
.00
(499.72)
(499.72)

2,758.26
15.02
29.44
140.55
300.00
75.25
2.40
.00
.00
61.79
.00
682.32
935.07
991.34
2,764.58
367.45
347.29
1,399.66
79.06
.00
27.50
23.40
159.06
11,159.44
11, 159.44

2,749.98
2.55
54.99
142.98
549.99
2.55
37. 50
74.25
37. 50
49.98
6.99
799.98
999.99
999.99
1,500.00
249. 99
300.00
249.99
124.98
37. 50
24. 99
. 00
. 00
8,996.67
8,996.67

(8.28)
(12.47)

819
830
836
841
84?
845
847
850
871

25.55

2.43
249.99
(72.70)
35.10
74.25
37.50
(11.81)
6.99
117.66
64.92
8.65
(1,264.58)
(117.46)
(47.29)
(1,149.67)
45.92
37.50
(2.51)
(23.40)
(159.06)
(2,162.77)
(2,162.77)

Revenue and expense statement is compiled at Bethesda from agency information.
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Time-consuming clerical
activities, such as summariz

ing each journal, posting to

the general ledger, and
running a trial balance, have
been eliminated. Normal
financial statements are

automatically provided
without additional effort.
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payroll transactions into the general
ledger system, breaking down gross
pay dollars by functional activity
and charging the proper amounts
of payroll expense to each program.
These payroll costs can be distrib
uted according to a percentage de
rived by having each professional
staff member estimate the time he
spends on each program. The as
signed percentage can be changed
as often as necessary to reflect
changes in assignments.
In this way each program auto
matically receives its proper alloca
tion of costs for personnel services.
Program budgeting for future time
periods becomes a matter of check
ing the accuracy of the formula.
Proposal writing is also greatly sim
plified, because personnel service
costs, always an important factor
in proposal writing, can be esti
mated quite accurately on the basis
of past experience.
Hidden costs exposed

When costs are thus automatically
distributed by program, it becomes
easier to uncover hidden costs, to
compare the cost-effectiveness of
one program against another, to set
priorities among programs, and to
calculate unit costs.
USERS selects accounts receiv
able transactions from items en
tered into the general ledger; pro
duces statements of account and
invoices for services rendered; and,
at the end of each accounting pe
riod, provides a listing of all ac
counts receivable transactions as
well as an aged trial balance. In
the case of Goodwill, for example,
accounts receivable might be pay
ments due from a printing com
pany for stuffing and binding work
done by Goodwill clients, or from
the state for vocational rehabilita
tion work performed.
USERS also selects accounts pay
able entries from the general ledger,
lists on command all outstanding
payables by due date, posts dis
counts taken, and writes checks. Ac
counts payable for a welfare organ
ization might be money owed to a
printer for preparing promotional
material.

In addition to providing state
ments for public reporting, the sys
tem produces all statements, re
ports, and documents reflecting
financial position to aid the execu
tive and his governing board in
operating the organization and in
setting fees, if fees are appropriate.
USERS has been designed to sim
plify accounting procedures. All
information to the system is entered
on one basic form, with slight modi
fications for sales and revenue, cash
receipts, vouchers, cash disburse
ments, and general journal transac
tions. This form requires no infor
mation other than that which would
be needed for any accounting sys
tem.
By minimizing the number of
manually maintained source records
and many intermediate documents,
the system does away with much
repetitive transcribing of handwrit
ten information. Instead, data is
captured close to the source and
converted into machine-readable
form for processing by the system.
Time-consuming clerical activi
ties, such as summarizing each jour
nal, posting to the general ledger,
and running a trial balance, have
been eliminated. Normal financial
statements are automatically pro
vided without additional effort.
USERS does not require the ex
pertise of specialized data process
ing personnel. With proper orienta
tion, any reasonably competent
bookkeeper can operate System/3
and the USERS program. Agencies
that do not have a trained account
ant on staff might need an outside
accounting consultant to assist with
difficult or unusual transactions.
Cost effectiveness improved

In addition to the actual dollar
savings in clerical time achieved by
centralizing and mechanizing most
accounting functions, Goodwill In
dustries now benefits—as any other
health or welfare agency could—by
having a true cost picture for each
of its several programs. Thus the
cost-effectiveness of each program
is improved without endangering
the quality of service the agency
can offer its clients.
Management Adviser

